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COMMENTS
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The United States Telecom Association (USTA) respectfully submits its comments in the

above-referenced proceeding. USTA is the nation's oldest trade organization for the local

exchange carrier (LEC) industry. USTA represents more than 1,200 telecommunications

companies worldwide that provide a full array of voice, data and video services over wireline

and wireless networks. USTA members support the concept of universal service.

On March 8, 2000, the Coalition for Affordable Local and Long Distance Services

(CALLS) filed a written ex parte submission containing a modified version of its original

proposal to reform the Commission's access charge, price cap and universal service rules. The

Commission has asked for comment on the modified CALLS plan. USTA supports the modified

CALLS submission as a voluntary option for LECs. USTA urges the Commission to approve

the modified CALLS plan and make it available as a voluntary option for all price cap LECs.
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As USTA noted in its comments on the original CALLS proposal, the CALLS plan

provides the Commission the opportunity to address current access charge, price cap and

universal service rules that are incompatible with the competitive marketplace and the unique

circumstances faced by individual price cap carriers in their serving areas. While the

Commission has permitted limited flexibility for incumbent price cap LECs in areas where

competition can be demonstrated through specified triggers, more needs to be done to reduce

incumbent LEC regulation in order to promote economic efficiency, infrastructure investment,

fair competition and customer welfare. Individual carriers must be permitted to adopt regulatory

plans such as the CALLS proposal so that they can meet their business needs and compete in the

marketplace. Although the modified CALLS plan may not be appropriate for all LECs, it

reflects a resolution of complex issues that is acceptable to the signatories. These carriers should

be permitted to implement the CALLS plan without further delay.

The modified CALLS plan contains several changes that will provide even greater

benefits to customers. As explained in the CALLS ex parte, the amount of savings for low

volume customers exceeds the original CALLS proposal. Based on data provided by CALLS,

the overall bill for an AT&T customer who makes no long distance calls should be reduced by

over $4.60 per month upon implementation of the modified CALLS plan. I Because the modified

plan expands the current Lifeline program, Lifeline customers should receive even greater

reductions.

In addition, residential and single-line business customers will benefit from the

elimination of the presubscribed interexchange carrier charge (PICC). As the Commission is

aware, this charge, assessed on the interexchange carrier (IXC) for every presubscribed line, has

1 Memorandum in Support of the Revised Plan of the Coalition for Affordable Local and Long Distance Service,
March 8,2000 at 3.
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been a source of customer confusion and discontent due to the manner in which the IXCs have

passed the charge on to their customers. Elimination of the PICC as proposed by CALLS will

simplify customer bills. Also, eliminating the PICC combined with the reduction in the primary

residential/single line business subscriber line charge (SLC) cap from the original CALLS

proposal will reduce the overall amount of these charges by about $0.65 upon implementation.

The modified CALLS plan also addresses several other contentious issues. For example,

the 6.5 percent X-Factor adopted by the Commission in CC Docket No. 94-1 was reversed and

remanded by the U.S. Court of Appeals for the District of Columbia Circuit, which commented

that none of the Commission's reasons for adopting its X-Factor "holds water"? The Court

found that the Commission had relied on flawed data and had arbitrarily manipulated its results

in order to achieve a predetermined outcome. USTA has already provided the Commission with

updates of the Commission's own model which show that the X-Factor for 1998 is 3.03 percent

and that the X-Factor for the most recent five year period is 4.06 percent.3 USTA has also

commented on recent Commission staff studies designed to arbitrarily increase the X-Factor and

has pointed out significant errors in each. 4 USTA has explained that correcting the obvious

errors in the 1999 Commission staff study results in an X-Factor of 4.37 percent for the most

recent five-year period.5 The 6.5 percent X-Factor cannot be justified on legal, regulatory or

economic grounds and, as USTA pointed out in prior comments, may not be appropriate for

optional price cap LECs. However, the use of the 6.5 X-Factor in the CALLS plan is part of the

negotiated agreement in exchange for setting the X-Factor equal to inflation at a later date. It

2 USTA v. FCC, No. 97-1469 (D.C.Cir. May 21,1999).
3 USTA Ex Parte Letter, CC Docket No. 94-1, September 13,1999.
4 See, Comments ofUSTA, CC Docket Nos. 94-1 and 96-262, filed January 7, 2000.
5 USTA Ex Parte Letter, CC Docket Nos. 94-1 and 96-262, February 16,2000.
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does not reflect a measure of productivity, but a path by which participants will meet the target

rates within the life of the plan.6

Despite the fact that the Telecommunications Act of 1996 was signed into law over four

years ago, the Commission has yet to resolve the issue of implicit universal service support

contained in current access charge prices. The Act requires that such implicit support be made

explicit. The modified CALLS proposal identifies the vast majority of implicit universal service

support and provides for explicit recovery, similar to a proposal suggested by USTA in its

universal service plan for nonrural carriers as well as in its access charge reform proposals for

price cap carriers.7 Consistent with the requirements of the Act, the CALLS plan provides that

this universal service support be portable on a per line basis. Thus, it will not guarantee revenues

to incumbents, but will be competitively neutral.

While both price cap LECs and IXCs have agreed that per minute access charges should

be recovered in a more economically efficient manner, there have been differences as to the

methodology and timing. CALLS provides for a more economically efficient rate structure by

allowing recovery of non-traffic sensitive costs on a per line basis. The CALLS participants

have agreed that per minute access charges be reduced by $2.1 billion on July 1, 2000. As a

result of this and further reductions in the future, current per minute access charges will almost

be cut in half within three years. USTA believes that the rate structure included in the CALLS

plan is preferable to the Commission's ill-advised proposals to modify the access rate structure,

such as its capacity-based rate structure, which no carrier supports, and the retroactive

application of growth adjustments.

6 Memorandum in Support of the Coalition for Affordable Local and Long Distance Service Plan, August 26, 1999
at 36-37.
7 Comments of USTA, CC Docket Nos. 96-45 and 96-262, filed July 23, 1999 and USTA Ex Parte Letter, CC
Docket Nos. 96-45 and 96-262, September 18, 1999.
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The modified CALLS plan also allows for deaveraging of the SLC similar to a proposal

developed by USTA. 8 The limited SLC increases included in the modified CALLS plan will

facilitate deaveraging to better ensure that SLC rates reflect the appropriate economic cost in a

particular geographic area.

Finally, as USTA has advocated, the modified CALLS plan provides a sure and direct

path to a telecommunication market governed by market forces rather than regulation as required

by the Telecommunications Act and as adopted, but not fully implemented by the Commission.

As incumbent LECs meet their targeted access rates, the marketplace, not regulation, will

determine the appropriate price in future years. The Commission will no longer need to maintain

its prescriptive alternatives that only serve to impede fair competition and prevent investment.

USTA expects that the Commission will closely monitor the IXCs' commitments to pass

through access charge reductions to their customers to ensure that customers receive the benefit

ofthese reductions, not IXC shareholders. Fulfillment of the IXC commitments over the entire

CALLS period will enhance the customer welfare benefits of CALLS. While IXCs may not be

subject to dominant common carrier regulation, the Commission has sufficient authority under

Sections 201, 202, 203, 204, and 205 of the Telecommunications Act, which apply to all

common carriers, to ensure that IXC rates reflect the commitments made pursuant to CALLS.

The Commission also has general authority pursuant to Section 4(i) to "perform any and all acts,

make such rules and regulations and issue such orders, not inconsistent with this Act, as may be

necessary in the execution of its functions." In addition, the Commission should make clear that

any party has the right to petition the Commission pursuant to Section 208 ofthe Act to

complain of "anything done or omitted to be done by any common carrier subject to this Act ... "

When the Commission adopts the modified CALLS plan, it should emphasize that it intends to

8 Comments of USTA, CC Docket Nos. 96-262, 94-1 and 98-63, filed October 29, 1999.
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use its statutory authority to ensure that IXCs abide by their commitments. Finally, the

Commission should continue to accelerate the development of competition in the interexchange

market by approving Section 271 applications filed by the Bell Operating Companies.

Additional competition in the interexchange marketplace will best ensure that these customers'

rates reflect market conditions.

Based on the forgoing, USTA urges the Commission to approve the modified CALLS

plan as a voluntary option for price cap LECs on an expedited basis so that it can be

implemented on July I, 2000.

Respectfully submitted,

UUTATES TELECOM ASSOCIATION

B: ~Ockt=
Its Attorneys:

April 3,2000

Lawrence E. SaIjeant
Linda L. Kent
Keith Townsend
John W. Hunter
Julie E. Rones

1401 H Street, NW., Suite 600
Washington, D.C. 20005
(202) 326-7248
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Reston, VA 22091

Gene Dejordy
Christopher johnson
Western Wireless Corporation
2001 NW Sammamish Road #100
Issaquah, WA 98027

Marc A. Paul
Steptoe & johnson
1330 Connecticut Avenue, NW
Washington, DC 20036

joel B. Shifman
Maine PSC
242 State Street
Augusta, ME 04333

Emily M. Williams
Association for Local Telecommunications
Services

888-1 7th Street, NW
Suite 900
Washington, DC 20006

jeffrey Blumenfeld
Glenn B. Manishin
Blumenfeld & Cohen
161 5 M Street, NW
Suite 700
Washington, DC 20036

Richard McKenna,
john F. Raposa
600 Hidden Ridge, HQE03j36
P.O. Box 152092
Irving, TX 75015

Howard j. Symons
jennifer A. Purvis
Mintz, Levin, Cohn, Ferris, Glovsky and Popeo, PC
701 Pennsylvania Avenue, NW
Suite 900
Washington, DC 20004



Dan Morales
jorge Vega
Thomas P. Perkins
Consumer Protection Division
P.O. Box 12548, Capitol Station
Austin, TX 78711

joel Blau
Ann Kutter
NYS Consumer Protection Board
Five Empire State Plaza
Suite 2101
Albany, NY 12223

joe D. Edge
Richard j. Arsenault
Drinker Biddle & Reath
901 15th Street, NW
Suite 900
Washington, DC 20005

Robert S. Tongren
David C. Bergmann
Office of the Consumers' Counsel - State of Ohio
77 South High Street
15th Floor
Columbus, OH 43266

Veronica Ahern
Nixon, Hargraves, Devans & Doyle
One Thomas Circle, NW
Washington, DC 20036

Leon M. Kestenbaum
Jay c. Keithley
H. Richard Juhnke
Sprint
401 9th Street, NW - Suite 400
Washington, DC 20004

Gail L. Pol ivy
GTE
1850 M Street, NW
Suite 1200
Washington, DC 20036

Alyce H. Hanley
Alaska PUC
1016 West 6th Avenue
Suite 400
Anchorage, AK 99501

Kathy L. Shobert
General Communication, Inc..
901 15th Street, NW
Suite 900
Washington, DC 20005

Robert A. Mansbach
COMSAT Corp.
6560 Rock Spring Drive
Bethesda, MD 20817

Billy Jack Gregg
Terry D. Blackwood
West Virginia PSC
700 Union Building
723 Kanawha Boulevard - East
Charleston, WVA 25301

Richard A. Askoff
Donna A. DiMartino
Regina McNeil
National Exchange Carrier Association, Inc.
80 South Jefferson Road
Whippany, Nj 07981

Paul Rodgers
Charles D. Gray
james Bradford Ramsey
NARUC
1102 ICC Building - P.O. Box 684
Washington, DC 20044

Margot Smiley Humphrey
Koteen & Naftalin
1150 Connecticut Avenue, NW
Suite 1000
Washington, DC 20036



Michael J. Karson
Ameritech
2000 West Ameritech Center Drive
Room 4H84
Hoffman Estates, IL 60196

Michael F. Altschul
Randall S. Coleman
Cellular Telecommunications Industry Assn.
1250 Connecticut Avenue, NW
Suite 200
Washington, DC 20036

Michael T. Skrivan
Harris, Skrivan & Associates, LLC
8801 S. Yale - Suite 220
Tulsa, OK 74137

Eric B. White
Missouri PSC
P.O. Box 360
Jefferson City, MO 65102

Jan F. Reimer
ICORE, Inc..
326 S. Second Street
Emmaus, PA 18049

B.B. Knowles
Georgia PSC
244 Washington Street, SW
Atlanta, GA 30334

Henry Geller
Samuel A. Simon
Alliance for Public Technology
901 15th Street, NW
Suite 230
Washington, DC 20005

Peter Arth, Jr.
Edward W. O'Neill
Mary Mack Adu
State of California and the PUC of California
505 Van Ness Avenue
San Francisco, CA 94102

L. Marie Guillory
Jill Canfield
NTCA (The Rural Telephone Coalition)
4121 Wilson Boulevard
Tenth Floor
Arlington, VA 22203

James Gattuso
Wayne A. Leighton
Citizens for a Sound Economy Foundation
1250 H Street, NW
Washington, DC 20005

Delbert D. Smith
Reed, Smith, Shaw & McClay
1301 K Street, NW
Suit 1100 -- East Tower
Washington, DC 20036

Craig T. Smith
United Telecommunications, Inc..
P.O. Box 11315
Kansas City, MO 64112

M. Robert Sutherland
Richard M. Sbaratta
Rebecca M. Lough
BeliSouth
1155 Peachtree Street, NE - Suite 1700
Atlanta, GA 30375

Gary M. Epstein
Teresa D. Baer
Michael S. Wroblewski
Latham & Watkins
1001 Pennsylvania Avenue, NW - Suite 1300
Washington, DC 20004

_.---_....__.-----,~-----------------------,-------



Michael S. Fox
john Stauru lakis, Inc..
631 5 Seabrook Road
Seabrook, MD 20706

David Beckett
Colorado PUC
1580 Logan Street - OL -2
Denver, CO 80203

Commissioner Rod johnson
Nebraska PSC
300 The Atrium
1200 N Street
P.O. Box 94927
Lincoln, NE 68509

William j. janklow
South Dakota PUC
500 East Capitol Avenue
Pierre, SD 57501

Pat Wood, III
Texas PUC
1701 North Congress Avenue - P.O. Box 13326
Austin, TX 78701

Mary E. Newmeyer
Alabama PSC
100 North Union Street
Suite 800
Montgomery, AL 36104

R. Glenn Rhyne
South Carolina PSC
P.O. Drawer 11649
Columbia SC 29211

Michael j. Shortley, III
Rochester Telephone Corp.
180 South Clinton Avenue
Rochester, NY 14646

William H. Smith
Iowa Utilities Board
Lucas State Office Building
Des Moines, IA 50319

Illona A. jeffcoat-Sacco
North Dakota PSC
600 E. Boulevard
Bismarck, ND 58505

Kenneth Stofferahn
james A. Burg
South Dakota PUC
500 East Capitol Avenue
Pierre, SD 57501

Marc A. Stone
Fred Williamson & Associates, Inc..
2921 E. 91 st Street
Suite 200
Tulsa, OK 74137

Mark Cooper
Gene Kimmelman
Consumer Federation of America
1424 16th Street, NW - Suite 604
Washington, DC 20036

David R. Poe
Yvonne M. Coviello
LeBoeuf, Lamb, Greene and MacRae
1875 Connecticut Avenue, NW
Suite 1200
Washington, DC 20009



Andrew D. Lipman
Mark Sievers
Swidler & Berlin, Chtd.
3000 K Street, NW
Suite 300
Washington, DC 20007

Robert M. Lynch
Durward D. Dupre
Michael j. Zpevak
Southwestern Bell Telephone Co.
One Bell Center - Room 3524
SI. Louis, MO 63101

Maureen O. Helmer
Penny B. Rubin
john Starrs
PSC of NY
Three Empire State Plaza
Albany, NY 12223

Mary J. Dent
Goldberg, Godles, Wiener & Wright
1229 19th Street, NW
Washington, DC 20036

Brenda L. Fox
Continental Cablevision, Inc..
1020 19th Street, NW
Suite 700
Washington, DC 20036

National Association of Development Organizations
444 North Capitol Street, NW
Suite 630
Washington, DC 20001

Charles H. Kennedy
Morrison & Foerster
2000 Pennsylvania Avenue, NW
Suite 5500
Washington, DC 20006

Thomas E. Taylor
jack B. Harrison
Frost & jacobs
201 East Fifth Street
Cincinnati, OH 45202

David A. Gross
AirTouch Communications
1818 N Street, NW
Washington, DC 20036

Jeffrey L. Sheldon
Sean A. Stokes
Utilities Telecommunications Council
1140 Connecticut Avenue, NW
Suite 1140
Washington, DC 20036

Raymond G. Bender, Jr.
j.G. Harrington
Dow, Lohnes & Albertson
1200 New Hampshire Avenue, NW
Suite 800
Washington, DC 20036

john W. Katz
Office of the State of Alaska
444 North Capitol Street, NW
Suite 336
Washington, DC 20001

Jere W. Glover
Barry Pineles
US Small Business Administration
409 Third Street, SW
Washington, DC 20416

Cheryl A. Tritt
James A. Casey
Morrison & Foerster
2000 Pennsylvania Avenue, NW
Suite 5500
Washington, DC 20006



Joseph P. Markoski
James M. Fink
Squire, Sanders & Dempsey
1201 Pennsylvania Avenue, NW
P.O. Box 407
Washington, DC 20044

Joseph DiBella
Bell Atlantic Telephone Companies
1320 North Court House Road
Eight Floor
Arlington, VA 22201

Betty D. Montgomery
Duane W. Luckey
Steven T. Nourse
PUC of Ohio
180 East Broad Street
Columbus, OH 43266

Emily C. Hewitt
Vincent L. Crivella
Michael J. Ettner
GSA
18th & F Streets, NW - Room 4002
Washington, DC 20405

Dale White
Churchill County Telephone and Telegraph System
P.O. Box 1390
50 W. Williams Avenue
Fallon, NV 89406

Jack Brown
Golden West Telecommunications Coop., Inc..
P.O. Box 411
Wall, SO 57790

Robert F. Manifold
NASUCA
900 4th Avenue
Suite 2000
Seattle, WA 98164

David W. McGann
Illinois Commerce Commission
160 North LaSalle Street
Suite C-800
Chicago, IL 60601

Kathryn Marie Krause
Dan L. Poole
Steven R. Beck
U S WEST, Inc..
1020 19th Street, NW
Suite 700
Washington, DC 20036

Joseph K. Witmer
Pennsylvania PUC
P.O. Box 3265
Harrisburg, PA 17120

Roger Hamilton
Ron Eachus
Joan H. Smith
Oregon PUC - Justice Building
550 Capitol Street, NE
Salem, OR 97310

Victor A. Hurbert
Frederick & Warinner
10901 W. 84th Terrace
Suite 101
Lenexa, KS 66214

Joan Mandevi lie
Montana Telephone Assn.
208 N. Montana Avenue - Suite 207
Helena, MT 59601

Sandra Mattavous-Frye
Office of the People's Counsel of DC
1133 15th Street, NW
Suite 575
Washington, DC 20005


